Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


Message Text 


CONFIDENTIAL 

PAGE 01 LONDON 10413 021945Z 

10 

ACTION EB-07 

INEO OCT-01 EUR-12 ISO-00 EEA-01 ERDA-05 AID-05 CEA-01 

CIAE-00 CIEP-01 COME-00 DODE-00 EPC-Ol H-02 INR-07 

INT-05 L-03 NSAE-00 NSC-05 OMB-01 PM-04 USIA-06 

SAM-01 OES-06 SP-02 SS-15 STR-04 TRSE-00 ACDA-07 PA-01 

PRS-01 /104W 

121763 

R021914Z JUL 76 
PM AMEMBASSY LONDON 
TO SECSTATE WASHDC 3363 
INEO USMISSION EC BRUSSELS 
USMISSION OECD PARIS 

CONPIDENTIAL LONDON 10413 

E.O. 11652: GDS 
TAGS: ENRGUK 

SUBJECT: NORTH SEA OIL: BP AGREES TO MAJORITY STATE 
PARTICIPATION 

REF: LONDON 9122, LONDON 6947, LONDON 4760 

1 . CULMINATING MORE THAN A YEAR OP DISCUSSION, BRITISH 
PETROLEUM, SECSTATE POR ENERGY, AND CHAIRMAN OP BRITISH 
NATIONAL OIL CORPORATION (BNOC) HAVE SIGNED A MEMORANDUM 
OP PRINCIPLES SETTING FORTH MAJOR ASPECTS OP A DETAILED 
PARTICIPATION AGREEMENT TO BE NEGOTIATED IN COMING 
MONTHS. BASIC POINTS INVOLVED ARE A) AN EXCHANGE OP BP 
MIDDLE EAST OR OTHER HEAVY CRUDE POR NORTH SEA CRUDE TO 
WHICH BNOC WILL BE ENTITLED UNDER BP OR OTHER PARTICIPA- 
TION AGREEMENTS, AND B) EDUCATION OF BNOC IN DOWNSTREAM 
REFINING AND MARKETING ACTIVITIES THROUGH PRESENCE OF 
NON- VOTING OFFICIAL AT MEETINGS OP BP OIL LTD. AND BY 
TRAINING OP BNOC STALE PERSONNEL. 
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2. WITH RESPECT TO EXCHANGE OP CRUDE OIL, BNOC IS TO 
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HAVE OPTION TO TAKE 51 PERCENT OF BP'S NORTH SEA CRUDE 
PRODUCTION NET OE ROYALTY EROM JANUARY 1, 1977. BP OB- 
TAINS A RIGHT TO BUY BACK ALL OF OPTIONABLE OIL FOR 
1977-78; AND BETWEEN 1979 AND 1981 BNOC AGREES TO SELL A 
MAJOR PORTION OP ITS PARTICIPATION OIL BACK TO BP PRO- 
VIDING LATTER MAKES AVAILABLE EQUIVALENT VALUE OF HEAVIER 
CRUDES PRODUCED PROM BP'S MIDDLE EAST OR OTHER SOURCES. 
THEREAPTER PROM 1982 UNTIL 1989 BNOC AND BP WILL EXCHANGE 
SUFPICIENT CRUDE TO ENSURE LATTER HAS ADEQUATE NORTH SEA 
SUPPLIES. 

3. SECSTATE BENN IS OBVIOUSLY PLEASED WITH BP DEAL WHICH 
PAVES WAY POR SIMILAR AGREEMENTS WITH OTHER COMPANIES 
(READ SHELL AND ESSO) ALTHOUGH HE NOTED BP AGREEMENT 

WOULD NOT BE USED AS AN EXACT MODEL. BNOC CHAIRMAN LORD 
KEARTON STATED THAT HIS PLEDGLING COMPANY DOES NOT INTEND 
TO BEGIN INDEPENDENT REPINING AND MARKETING OPERATIONS 
BEFORE 1980 ALTHOUGH IT MAINTAINS THE RIGHT TO ENTER INTO 
JOINT COMMERCIAL OPERATIONS IN THESE PIELDS. BP CHAIRMAN 
DAVID STEEL SAID DEAL IS "COMMERCIALLY SATISPACTORY ' AND 
THAT THERE WOULD BE NO ADVERSE REPERCUSSIONS ON BP'S 
RELATIONS WITH POREIGN GOVERNMENTS AND COMPANIES. 

4. VERY PRELIMINARY INDUSTRY REACTION HAS BEEN MIXED. 

ONE US COMPANY SOURCE COMMENTED ON THE BASIS OP VERY 
SCANTY KNOWLEDGE HE WAS INCLINED TO CONSIDER BP DEAL 
PAVORABLE INASMUCH AS IT APPEARED TO OPEN WAY POR IN- 
CREASED PLEXIBILITY IN DISPOSITION AND AVAILABILITY OP 
NORTH SEA CRUDE. HE RESERVED JUDGMENT HOWEVER ON 
BNOC PRESENCE ON OPERATORS, REPINERS, AND MARKETING 
COMMITTEES, VOTING RIGHTS, PINANCING PROVISIONS, ETC. 

5. ANOTHER US COMPANY OPPICIAL WAS SHARPLY NEGATIVE 
AND NOTED HIS DISAPPOINTMENT IN BP FOR HAVING CAVED IN 
UNDER PRESSURE PROM SECSTATE BENN. 

6. COMMENT: SECSTATE BENN HAS BEEN PUSHING HARD DURING 
RECENT WEEKS TO MAKE PROGRESS ON PARTICIPATION, ABOVE 
ALL WITH BIG THREE BP, SHELL AND ESSO, IN ORDER TO 
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ENSURE THAT PIPTH LICENSING ROUND DOES NOT RISK BEING 
PIASCO. BY OBTAINING DETAILED MEMORANDUM OP PRINCIPLES 
PROM BP HE HAS EPFECTIVELY ACHIEVED HIS OBJECTIVE AND AT 
LEAST POR THE MOMENT OUTPLANKED SHELL AND ESSO. WE SUS- 
PECT BP CONCLUDED THAT DISCRETION WAS BETTER PART OF 
VALOR ESPECIALLY INASMUCH AS GOVERNMENT DECISION HAS NOT 
YET BEEN MADE ON DISPOSITION OP 20 PERCENT STAKE IN BP 
PREVIOUSLY HELD BY BURMAH AND CURRENTLY IN HANDS OP 
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BANK OF ENGLAND. 
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